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FOR NAC AGENCIES 

E. O. 11652: ADS, DECLAS 9/20/73 
TAGS: EFIN, EAID 

SUBJECT: US ELIGIBILITY AS PROCUREMENT SOURCE FOR ADB SPECIAL 
FUNDS LOANS 

1. PROCUREMENT SOURCE UNDER ADB' S LOANS FROM SPECIAL FUNDS 
RESOURCES IS IN GENERAL LIMITED TO ONLY MEMBER COUNTRIES 
HAVING CONTRIBUTED TO SPECIAL FUNDS. HOWEVER, USADB BELIEVES 
IT IMPORTANT THAT ADDEES REALIZE THAT ADB' S SPECIAL FUNDS 
ALSO IN- 
CLUDE A LIMITED AMOUNT OF FUNDS SET ASIDE FROM ORDINARY 
CAPITAL RESOURCES ( UP TO 10 PERCENT OF PAID- IN CAPITAL CAN BE 
SO SET ASIDE), WHICH CAN BE USED FOR PROCUREMENT IN ANY ADB 
MEMBER COUNTRY. BY THE END OF 1972, $26.6 MILLION HAD BEEN SO 
SET ASIDE, COMPARED TO $196.1 MILLION IN CONTRIBUTED SPECIAL 
FUNDS. FURTHER $27.2 MILLION SET ASIDE AT ANNUAL MEETING IN 
APRIL 1973 BRINGING TOTAL AMOUNT TO $53.8 MILLION OF WHICH 
LESS THAN HALF HAS BEEN OBLIGATED TO DATE. 

2. ADB HAS RESTRICTED USE OF SET- ASIDE FUNDS TO PROCUREMENT 
GOODS OR SERVICES NOT AVAILABLE FROM ELIGIBLE SOURCE COUNTRIES, 
SUCH AS SPARE PARTS FOR REHABILITATING EXISTING EQUIPMENT, 

AND CONSULTANTS WITH UNIQUE EXPERIENCE OR QUALIFICATIONS RE- 
QUIRED BY THE PROJECT. HOWEVER, MANAGEMENT FIRST EXHAUSTS 
OTHER POSSIBILITIES OF PROCUREMENT FROM CONTRIBUTING MEMBERS 
AND PERMITS USE OF SET- ASIDE ONLY AS A LAST RESORT. SET- ASIDE 
HAS IN THIS WAY PERMITTED SOME PROCUREMENT FROM US FOR SPECIAL 
FUNDS PROJECTS. 

3. BECAUSE TOTAL SET- ASIDE IS SMALL, WE HAVE NOT ATTEMPTED 
TO INFLUENCE THE NORMAL PROCEDURES BY WHICH THE BANK USES IT, 
ESPECIALLY BECAUSE SOME SPECIAL FUNDS CONTRIBUTING MEMBERS ARE 
ALREADY CRITICAL OF THE BANK' S USE OF SET- ASIDE FOR PROCUREMENT 
FROM NON- CONTRIBUTORS TO SPECIAL FUNDS. 

4. AT THE SAME TIME, IT IS IMPORTANT THAT US OFFICIALS 
BE AWARE OF THE WIDER PROCUREMENT POSSIBILITIES UNDER 
SET- ASIDE SO THAT THEY DO NOT UNINTENTIONALLY MISLEAD US 
CONSULTANTS, CONTRACTORS AND SUPPLIER WHO MAY, IN SOME 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 MANILA 07091 201047 Z 

CASES, HAVE A POSSIBILITY OF BEING PROCUREMENT SOURCE UNDER 
SPECIAL FUNDS LOANS. IN ONE CASE, FOR EXAMPLE, A BORROWING 
MEMBER WISHED TO RETAIN FOR AN ADB SPECIAL FUNDS PROJECT THE 
US CONSULTANT ALREADY USED ON AN EARLIER AID- FINANCED PHASE 
OF THE PROJECT. THE MEMBER WAS ABLE TO CONVINCE THE BANK 
TO DO SO BECAUSE OF THE CONSULTANT' S FAMILIT ARIT Y WITH THE 
PROJECT AND DEMONSTRATED EFFECTIVENESS. THIS WAS STRICTLY A 
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MATTER BETWEEN BORROWER AND ADB, ALTHOUGH USADB WAS AWARE 
OF NEGOTIATIONS. 

5. THERE MAY WELL BE OTHER CASES WHERE A BORROWER WISHES TO 
RETAIN AN AMERICAN CONSULTANT, AND MAY BE ABLE TO CONVINCE BANK 
TO DO SO. THERE ALSO MAY BE CASES WHERE A CONSULTANT, SUPPLIER 
OR CONTRACTOR HAS SPECIAL EXPERIENCE REQUIRED BY THE PROJECT 

OR AN UNEQUALLED EXPERIENCE IN THE AREA WHICH MAKES HIS 
SELECTION POSSIBLE EVEN FOR A SPECIAL FUNDS PROJECT, BY USING 
SET- ASIDE. 

6. TO HAVE SET- ASIDE USED TO FINANCE PROCUREMENT FROM US 

UNDER SPECIAL FUNDS LOANS, BORROWING MEMBER COUNTRY MUST MAKE 
CONVINCING CASE TO BANK. TO BE ABLE TO DO SO PRESUPPOSES THAT 
CONSULTANT, CONTRACTOR, OR SUPPLIER IS SUFFICIENTLY CLOSE TO 
SCENE AND BORROWING GOVT FOR THIS TO BE REALISTIC POSSIBILITY. 

IF A US FIRM BELIEVES THE BORROWER CAN MAKE A CONVINCING 
CASE ON BASIS US FIRM HAVING SPECIAL EXPERTISE OR EXPERIENCE 
RE PROJECT IN QUESTION, FIRM SHOULD BE ENCOURAGED TO GO 
AHEAD. 

HAMILTON 
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